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DISPOSAL A PROBLEM AS 


CCC Holdings Increase 


HE VOLUME of agricultural com- 

modities held by the Commodity 
Credit Corporation has increased 
sharply during the last two years. This 
has not been an unexpected develop- 
ment. It is a result of necessary price 
support operations in a period when 
farm production has been at near- 
record levels, domestic and foreign de- 
mand have been slackening, and prices 
received by farmers have been declin- 
ing generally 

As the Government's holdings have 
grown, greater attention has been fo- 
cused on disposal problems—and upon 
production adjustment measures to 
prevent building up these stocks to un- 
manageable levels. Some of the discus- 
sion of these questions has reflected a 
failure to differentiate among the dif- 
ferent types of commodities which are 
held by the Corporation, or the differ- 
ent problems involved in their disposal. 


An Important Distinction 


It is important to distinguish clearly 
between commodities which the Gov- 
ernment actually owns and those which 
it holds as security against price-sup- 
port loans. There has been a tendency 
to lump “loan” and “inventory” hold- 
ings and refer to them as 
“government surpluses It is also im- 
portant to understand the different 
disposal problems for perishable com- 
modities compared with the “storables.” 

As of March 31, 1950, CCC had a 
total of $4,020,909,.000 invested in loans 
and inventories under price support 
operations. Of this total, $2,165,903,000 
represented loans advanced to farmers, 
with storable commodities held as se- 
curity for the loans. The remainder, 
$1,855,006,000, represented the cost of 
commodities to which CCC had taken 
title, either through purchase or 
through taking over stored collateral at 


together 


the end of price support loan years. 
This latter group is the CCC in- 
ventory. 

Farmers who produced the commodi- 
ties which have been put up as security 
against the price support loans still 
hold title to these stocks. They may 
pay off the loans and redeem their 
crops at any time. Large percentages 
of these loan stocks may eventually be 
surrendered to the Corporation and be- 
come part of its inventory, depending 
on market conditions during the loan 
year. Until then, however, CCC can 
merely hold these stocks as security 
against its loans. It cannot dispose of 
them or direct their disposition in any 
way. 


Another Breakdown Needed 


Inventory stocks, on the other hand, 
belong to the government. It is this 
group of commodities that provides 
CCC’s problems of disposal at the pres- 
ent time. Even here, however, a further 
breakdown is necessary. 

The disposal problems for the stor- 
able commodities which can be kept 
indefinitely are very different from 
those for the so-called perishables, or 
semiperishables, which must be dis- 
posed of in a relatively short time to 
avoid deterioration or spoilage. 

Of the total value of the CCC inven- 
tory, the storable commodities wheat, 
cotton, and carn and other feed grains 
account for 70 percent. The rest covers 
the semiperishable group and some 
special commodities such as linseed oil 
and wool. The semiperishables alone 
account for less than 300 million dollars, 
or about 15 percent of the value of all 
commodities in the inventory. These 
are the commodities for which disposal 
problems are of immediate concern. 

Complete listings of the commodities 
on which loans have been advanced and 








those which are in the CCC inventory 
are given in the accompanying table. 
Potatoes, the crop which has posed 
the most serious current disposal prob- 
lem, show up in only insignificant 
amounts in the CCC inventory. This 
is because the Government does not 
buy potatoes to store. It distributes 
all price-support potato purchases im- 
mediately through whatever diversion 
outlets are available. The same pro- 
cedure has been followed with some 
other crops, principally limited sea- 
sonal purchases of fresh vegetables and 
fruits for immediate school lunch or 
welfare distribution. However, the 
basic disposal problems of these prod- 
ucts are similar to those for nonstor- 
able commodities held in inventory. 


A Long-Range Problem 


Although the problem of disposing 
of the nonstorable commodities is the 
most pressing, it should not be con- 
cluded that there are no problems in 
connection with the large holdings of 
cotton, wheat, corn and other storable 
commodities. A lot of money is tied 
up in price support operations for 
these crops now, and more undoubtedly 
will be before we are able to strike a 
productien balance. However, the 
solution lies in longer-range steps to 
adjust production in line with demand 
rather than in emergency disposal. 

Whether our holdings of these stor- 
able commodities can be considered 
excessive depends largely on the re- 
serve requirements for these crops. If 
CCC holdings are simply part of the 
desirable reserve—acquired under CCC 
price support operations by the Gov- 
ernment—then these holdings should 
not be regarded as surpluses. 

A desirable annual carryover or re- 
serve of corn, for example, probably 
would now be from 750 million to a 
billion bushels. Any time production 
dropped to the 1947 level, we would 
need about that much to insure con- 
tinued feeding schedules at current 
rates. At present, it is estimated that 
the corn carryover, when the 1950 crop 
comes in this fall, will be a little over 
900 million bushels, including CCC 
holdings. 

A wheat reserve of from 350 to 500 
million bushels is desirable. It is now 
estimated that the carryover of old 


wheat this July 1, again including CCC 
stocks, will be somewhat over 400 mil- 
lion bushels. 

A cotton carryover of four or five 
million bales would probably be re- 
garded as “normal.” We can expect 
a carryover this summer of around 
seven million bales. This points to 
the desirability of some downward ad- 
justment in the cotton reserve. 

The present Government holdings of 
these three basic commodities—and 
they make up a large percentage of the 
total CCC stocks—do not represent 
“serious surpluses.” The immediate 
disposal problems obviously center 


around the relatively much smaller 
stocks of perishables and semiperish- © 


& 
¥ 


ables. z 
Several programs and authorities are i 


¥ 
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available to facilitate the disposal of © 


stocks of farm products held by the - 
Government. 
however, a basic principle which must 
be observed in disposing of commodi- 
ties taken off the market to support 
prices should be emphasized. The 
principle is this: These commodities 
cannot be turned back on the market 
unless the market prices rise above the 
support level. If they are, new price 
problems are created. For example, if 
surplus commodities are to be donated 
for welfare and related use, safeguards 
must be followed to see that the dona- 
tions are used “in addition to” and not 
“in place of" the quantities which nor- 
mally would be purchased by those re- 
ceiving the donations. 


Much of Stocks Moved 


The Department of Agriculture has 
been contending with surplus distribu- 
tion problems for many years. While 
difficulties have been greater with some 
commodities—potatoes, for instance— 
than with others, it has been possible 
to move substantial quantities of the 
stocks acquired. 

One of the first efforts of the De- 
partment has been to prevent disposal 
problems from arising. One specific 
operation is known as the Plentiful 
Foods Program, under which steps are 
taken to increase consumption of 
abundant-supply commodities through 
normal trade channels. During the 
last year, there has been greater con- 
sumption of many foods as a result of 
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this program. Other measures for 
moving over-plentiful foods include ef- 
forts to encourage exports in regular 
trade channels and to divert commodi- 
ties into other than normal uses. In 
these activities, priority is given to di- 
version for human consumption. 


Several Programs Available 


For those stocks which we must take 
over in the course of price support oper- 
ations, in spite of the effort to increase 
commercial sales and divert to special 
uses, several authorities and programs 
are available to facilitate disposal. 
These include the following: 

(a) CCC holdings are sold when- 
ever possible in either domestic or for- 
eign markets, if this can be done with- 
out interfering with price-support ob- 
jectives. Every effort is made to 
handle such sales through normal 
channels of trade. When this is not 
possible, special negotiated sales are 
sometimes arranged. 

(b) Appropriate commodities are 
distributed in large volume through 
what we call the Direct Distribution 
Program. Outlets for this operation 
include school lunch programs, chari- 
table institutions, and the Bureau of 
Indian Affairs. In the years 1936 
through 1949 nearly 12 billion pounds 
of surplus commodities were distrib- 
uted in this way. In 1949 such distri- 
bution totaled 393 million pounds of 
food. 

(c) Under Public Law 85, Eighty- 
first Congress, the Commodity Credit 
Corporation is authorized to exchange 
agricultural commodities for strategic 
and critical materials produced abroad. 
While we have investigated numerous 


possibilities, to date only one exchange 
has been completed. 

(d) Under section 416 of the Agri- 
cultural Act of 1949, CCC can make 
commodities available to the Munitions 
Board and other Federal agencies for 
use in making payments for commodi- 
ties not produced in the United States. 
To date it has not been possible to 
complete any transactions under this 
authority. Section 416 also sets up 
priorities under which surplus com- 
modities can be supplied at no cost ex- 
cept handling and _ transportation 
charges to school lunch programs, the 
Bureau of Indian Affairs, public and 
private domestic welfare agencies, and. 
private welfare agencies for the relief 
of needy persons abroad. Pota 
dried eggs, and dried milk have bee 
made available for distribution through: 
all of these categories, and butter and 
cheese have been made available to all 
but the last category. 


A Recent Amendment 


Under a recent amendment designed 
to move as many as possible of the sur-_ 
plus 1949-crop potatoes into human 
consumption, CCC is authorized to pay 
transportation costs on potatoes from_ 
this crop. On overseas shipments” 
these transportation costs are limited, 
of course, to movement to the nearest 
seaport. 

Disposal of surplus Government! 
holdings is a very real problem. It is 
undoubtedly one of the most difficult 
with which we have to deal at the pres- 
ent time. The “emergency” area, 
however, is relatively limited. 

Ralph S. Trigg 


Production and Marketing Administration 











inan cing 


farm adjustments 


HE DECLINE in farm income 

during the last 2 years and the 
reductions in acreage allotments for 
important cash crops make it clear 
that our agriculture is facing major 
adjustments. These adjustments will 
take money, and financing problems 
are |'kely to be increasingly important 
to farmers for several] years. 

As land is taken out of cash crops, 
many farmers are likely to devote a 
Jarger acreage to pastures and hay and 
the related production of livestock 
products. At the same time, farmers 
are likely to step up their drive for 
greater efficiency and lower costs of 
production since the prices they receive 
have dropped faster than their costs. 


Larger Investments 


To meet this situation many farmers 
will have to invest additional money in 
livestock, grass seed, and fertilizer to 
make the best use of the land with- 
drawn from cash crops. Some may 
increase the size of their farms to 
make more complete use of their time 
and etjuipment. Other farmers are 
likely to go in tl opposite direction 
and make the adjustment by cutting 

an t investment. 
Som ming opera- 
tion t k part-time jobs in indus- 
try Ww ] farming 
entirely 

Agriculture has nev ntered an ad- 
justm ) d wh financial 
position oi larmers & roup was more 
favorable. At the beginning of 1950, 
farm are estimated to have had 
about 19 billion dollars of currency, 
bank deposits, and savings bonds. 
This is about 15 billion more than they 
had in 1940 and is much greater than 
the liquid reserves owned by farmers 
Because of the 


expenses and 
y reduce their far 


any time before that. 


current high level of costs, the pur- 
chasing power of these financial re- 
serves is not as much greater now than 
in earlier times as the figures may sug- 
gest. However, many farmers have 
sufficient funds on hand to finance all 
or most of their adjustments. For 
these farmers, the problem is not how 
to raise capital but how best to use 
the capital they have. 


More Money Available 


Among farmers who will make ad- 
justments on their farms, however, 
many will need to borrow, for large 
numbers of farmers even now have 
only small financial reserves. Gen- 
erally, these farmers will find it easier 
to raise money than in past periods 
when they were faced with a decline of 
income and a need to adjust their 
farming practices. For one thing, the 
lending agencies on which farmers 
rely for credit are far better supplied 
with loanable funds than in those 
earlier times. They also are more 
aware of the need to render the credit 
services that farmers require. 

Farmers, on their part, have reduced 
their debts far below the levels of 1920 
and 1930. Despite a rapid increase in 
farm debts since the war, they are now 
only 20 percent above 1849. This 
means that debts are much lower, rela- 
tive to and to the value 
of the a ts owned by farmers, than 
in 1940 or du 0" j 


h 
ai 
farm income 


y } ‘ . 
ring the 1920's or 


Some Heavily in Debt 


This improvement in their financial 
condition will make it easier for farm- 
ers to obtain the financing they may 
require. However, some farmers are 
heavily in debt and would have diffi- 
culty in raising more capital. This is 
true particularly of former tenants who 





have recently bought farms and of vet- 
erans and others who have entered 
farming since the war. 

With prospects generally favorable 
for the financing of the adjustments 
needed in our agriculture, what steps 
should farmers take, when they require 
credit, to assure that the terms of loans 
will be suited to their needs? In gen- 
eral, three steps can be recommended. 

First, the farmer should determine 
as accurately as possible what will be 
involved by the adjustments he desires 
to meke in his farm organization and 
practice. This will require considera- 
tion of costs and returns and of the 
period of waiting that will be involved, 
after investments are made or costs 
incurred, before the returns will flow 
in. Careful attention should be paid 


This is particularly important when the 
farmer wants credit for a period ex- 
ceeding 6 months to a year. On the 
basis of mutual information and under- 
standing, it usually will be possible to 
develop a plan of financing adapted to 
the farmer's needs. 


Mortgage May Be Best 


If the farmer needs credit for a 
period of several years, he frequently 
can obtain terms better suited to his 
needs by giving a real estate mortgage 
as security rather than by borrowing 
on chattel mortgage or unsecured note. 
Lenders commonly are willing to make 
amortization loans for long periods on 
the basis of a real estate mortgage. © 
But they usually require fairly short © 


maturities, seldom exceeding 6 months © 
or 1 year, on unsecured notes or notes © 
secured by chattel mortgages. Even © 


to the agricultural outlook. It should 
be determined that prospects are 


favorable before the adjustments are 
undertaken. This is particularly the 
case when the adjustments contem- 
plated are extensive and would involve 
heavy borrowing. 


Terms Vary Widely 


Second, the farmer should consider 
what terms of borrowing he would re- 
quire to carry through the proposed 
changes in his farm organization. 
These terms will vary widely according 
to the nature of the change in farm 
organization and practice. For ex- 
ample, farmers who expand a livestock 
enterprise by raising more hogs or 
buying feeder cattle should be able to 
pay their loans within 6 months to a 
year. On the other hand, loans to in- 
crease stocker or dairy cattle may be 
expected as a general rule to pay out 
more slowly. Credit extending over a 
period of 5 or 10 years may be required 
by some farmers who undertake an ex- 
tensive reorganization, such as would 
be involved in terracing, draining or 
irrigating land, constructing new build- 
ings, or establishing a livestock herd 
and a pasture-improvement program. 

Third, the farmer should lay his pro- 
posed plan of reorganization before 
his lending agency and fully explain 
the total amount of credit he requires 
and the time he needs to repay the loan. 


though these short-term loans are usu- ~ 
ally renewable, they are not as satis- — 
factory to the borrower who needs long- © 
term credit as are loans with longer ~ 
maturities. : 

The importance of providing the © 
lender with complete information as to © 
the proposed change in farm organiza- — 
tion cannot be overemphasized. Some 
farmers have made the mistake of at- 
tempting to finance their requirements © 
on a piecemeal basis. Each time they © 
needed additional funds, they went to ~ 
their lender with a new request without 
even informing the lender of their — 
long-range plans. 


Helps Convince Lender 


Frequently the lender has expected 
payment of loans already made rather 
than a request for additional loans, and 
he has been disturbed by the failure of 
the farmer to make better progress in 
paying his loans. The farmer will get 
much better service from his lending 
agency if he discusses his whole plan 
with the lender. This will enable the 
lender to see what will be involved be- 
fore he makes any commitment, and 
the lender also may be able to offer 
valuable suggestions to the farmer. 

Fred L. Garlock 
Bureau of Agricultural Economics 








Pick-Sloan Plan Means 


More Farms, Larger Output 


HE PROGRAM for water and land 

development in the Missouri River 
Basin, generally known as the Pick- 
Sloan plan, would result in the crea- 
tion of about 19.000 new farms and 
would boost agricultural production in 
the basin substantially 

These are two of the conclusions of 
a report, “Changes in Crop Production 
Anticipated from Proposed Irrigation 
and Reservoir Development in the Mis- 
souri River Basin,” recently published 
by BAE. The report analyzes and in- 
terprets tentative estimates prepared 
by the Army Corps of Engineers and 
the Bureau of Reclamation which 
planned the over-all program. 

Under the Pick-Sloan plan, about 
150 reservoirs would be developed for 
flood control, irrigation, power, navi- 
gation, recreation and other purposes. 
The reservoirs would provide water for 
new irrigation on about 5 million acres, 
and also supply supplemental water 
for 2 million of the estimated 5 million 
acres now irrigated in the Basin 

Nearly 1% million acres of the acre- 
age proposed for new irrization would 
be in North Dakota, 1 million in South 
Dakota, 1'» million in Nebraska, 1 mil- 
lion in Montana and around 600,000 in 
Wyoming, Colorado, and Kansas. Half 
of the proposed supplemental irriga- 
tion would be in Colorado, a quarter in 
Nebraska and most of the rest in 
Wyoming and Montana. The Bureau 
of Reclamation would have primary re- 
sponsibility for development of irri- 
gation under this program 


150 Reservoirs Proposed 


Of the 150 reservoirs proposed for 
the Basin, the Corps of Encineers would 


25 and the Bureau of 
Those built by 


build about 
Reciamation the rest. 
the Corps of Engineers would be 
chiefly in Missouri, eastern Kansas 
and on the main stem of the Missouri 
River in the Dakotas. They would be 
primarily for flood control but in the 
Dakotas irrigation would be important. 


Three of the reservoirs on the main 
stem would have a combined capacity 
of 50 million acre-feet—about half the 
capacity of all 150 reservoirs and equal 
to 1 year’s average flow of the Missouri 
River at its mouth. The Fort Peck 
reservoir in Montana is not included 
since it was constructed before the 
Pick-Sloan pian was approved. 

Figures from the Corps of Engineers 
indicate that the Government would 
have to acquire about 1,600,000 acres 
of land for the 25 reservoirs. Half of 
this would be covered most of the time 
by what is called the “conservation” or 
permanent pool. Another quarter 
would be in the area reserved for flood 
contro] and the rest would be rarely 
if ever actually flooded. 


Reclamation Dams Smaller 


The reservoirs to be built by the Bu- 
reau of Reclamation would have a com- 
bined capacity of 30 million acre-feet, 
with the largest having a capacity of 
5 million. They would be mainly for 
irrigation although other functions 
frequently would be important. The 
Government would acquire an esti- 
mated 800.000 acres for the 125 reser- 
voirs. About three-fourths would be 
covered by the conservation pool. 
Much of the land above this level would 
be subject to occasional flooding. 

The new reservoirs will have two ef- 
fects on the number of farms and the 
quantity of farm products produced. 
On the one hand, irrigation will be 
available for the first time to 37,000 
farms, about 19,000 of which will be 
new. On the other hand, about 4,000 
farm operators now in reservoir sites 
will have to move because of flooding. 
Production on the newly irrigated 
farms will be increased considerably 
while output from the farms flooded 
will be largely lost. 

The 37,000 farms in the area to be 
irrigated for the first time will receive 
water for an average of 140 acres each. 
Supplemental water will go to about 








15,000 farms already being irrigated 
plus about 4C0 new farms. Most of the 
land proposed for new irrigation al- 
ready is being cultivated under dry 
farming methods. In some of the 
eastern areas no new farms would be 
created. Farther west nearly all of the 
land would be laid out in new farms. 

The 40,000 farms that would be 
largely abandoned because they are in 
reservoir areas is less than a quarter 
of the new farms that would be created. 
However, most of the families that will 
have to move from these farms prob- 
ably will be unable to locate on new 
farms. Reservoirs are likely to be de- 
veloped faster than irrigation. Fur- 
thermore, most of the abandoned 
farms will be in the eastern part of the 
basin while most of the new farms will 
be in the west. 

If present plans for new and sup- 
plemental irrigation are carried out and 
the increase in crop and pasture pro- 
duction is in line with estimates made 
by the Bureau of Reclamation, total 
crop production in the Missouri Basin 
would rise about 10'2 percent above the 
1944 level. This increase would have 
an annual value of about $160 million 
at 1939-44 farm prices. It would add 
about 142 percent to total United States 
crop production. Over three-fourths 
of the increased value of production 
would be accounted for by sugar beets, 
alfalfa hay, potatoes and corn. Wheat 
would be reduced. 

These production estimates do not 
include increases that might be ex- 
pected from flood control. 

The table below shows the changes 
in production of the more important 


How Basin Plan Would Affect Crop Output 
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crops on the 7 million acres which 
would receive new or supplemental 
irrigation. In some of the newly 
irrigated areas, it would be possible to 
substitute to some extent the produc- 
tion of truck or other crops for sugar 
beets and potatoes. The distribution 
of crops on newly irrigated farms, as 
tentatively developed by the Bureau of 
Reclamation, would be similar to that 
on farms now being irrigated under 
federal projects in the Missouri Basin. 

To round out the production picture 
that would result if the Missouri River 
Valley development is completed, the 
effects of the loss of output on the 242 
million acres of land in the reservoir 
sites must be considered. Present out-~ 
put on land that will be covered with, 
water now accounts for about half of 
the total production on the 242 million 
acres. Of the rest of this land, part” 
would be flooded part of the time and ~ 
the rest seldom if ever. Over-all, a re-— 
duction of about three-fourths from © 
current farm production on this land ~ 
seems reasonable. This would amount ~ 
to about 5 percent of the estimated — 
increase from new irrigation. 

Creation of new farms, abandon- 
ment of old ones and changes in pro- 
duction will not occur immediately. 
According to plans, most of the reser- 
voirs would be completed by 1965. 
However, irrigation development would 
continue over perhaps the next 30 
years. Furthermore, plans may be 
changed and the rate of development 
will depend on appropriations. 

Sidney Henderson 
Bureau of Agricultural Economics 
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Foot-and-Mouth in Retreat 


Foot - AND - MOUTH diseases has 
been menacing the livestock indus- 
try of the United States from below 
our southern border for the past 3 years. 
The plague appeared late in 1946 in an 
explosive outbreak that spread through 
central Mexico, covering an area of 
over 200,000 square miles before it could 
be checked behind quarantine lines. 
Within a few months the governments 
®f Mexico and the United States had 
Joined in what has developed into one 
wf the biggest fights against an animal 
Wisease ever waged in any country. 

Administration of the battle is in the 
hands of a Joint Mexican-United States 
Commission for the Eradication of 
Foot-and-Mouth Disease. Director of 
the Commission is Licenciado Oscar 
‘Flores of Mexico. The codirector is 
Genera! Harry H. Johnson of the United 
Btates. Personnel includes 1,150 em- 
Pployees of the United States and over 
6,000 Mexicans. 


Strangles Livestock Industry 


The vigor of the eradication efforts 
thas been dictated by the nature of the 
enemy. Foot-and-mouth disease is one 
of the most highly communicable of all 
animal plagues. It strikes cattle, sheep, 
goats, swine, and other cloven-footed 
animals, causing blisters and sores on 
the membranes of the mouth and 
tongue, on the skin around and between 
‘the divided hoofs, on the udders and 
teats of milk-producing animals, and 
the snouts of hogs. There is a char- 
acteristic tenderness of the affected 
parts, loss of appetite, lameness, ema- 
ciation, serious decline in milk produc- 
tion, and often abortion and sterility 
in breeding animals. These perma- 
nent, debilitating after-effects clamp a 
strangle hold upon the livestock indus- 
try of a nation. Although the mortality 
rate is actually only about 3 to 5 per- 
cent, at times it is much higher, par- 
ticularly among younger animals. 


BUT BATTLE NOT YET WON 


The United States would be particu- 
larly vulnerable to serious damage if 
the disease should become established 
in this country. In the first place, the 
highly mobile character of our livestock 
industry would help it to spread more 
rapidly. As our cattle move from west- 
ern grass lands through midwestern 
feedlots on to markets, packing plants, 
and population centers in the east, 
foot-and-mouth disease—if undetected 
and therefore uncontrolled — could 
speed from coast to coast and border 
to border. 


A Costly Plague 


However, the United States has had 
experience in the past with sporadic 
outbreaks of this plague. Six times 
since the turn of the century the 
Bureau of Animal Industry has co- 
operated with officials in various States 
to move quickly in wiping it out. Com- 
paratively limited as some of these out- 
breaks have been, the direct cost of 
eradicating them amounted to over 
$18,000,000 spent by State and Fed- 
eral Governments. Indirect costs in 
the areas concerned add up to enor- 
mously greater amounts. 

The last of these outbreaks was in 
1929. Careful inspections at our 
borders and at all ports of entry have 
kept the disease out of the country, 
with the exception of the few outbreaks 
cited above. 


A 4-Point Program 


Through experience in fighting foot- 
and-mouth disease there was developed 
a 4-point program of eradication which 
has proved successful in the United 
States. We have used: (1) strict quar- 
antine of the infected premises, (2) 
immediate slaughter and burial of 
diseased and exposed herds, (3) re- 
peated inspection of all animals in 
areas surrounding the infection, and 
(4) complete disinfection of the in- 
fected premises and the use of sus- 
ceptible test animals to make certain 








no trace of the virus remains before 
quarantine measures are lifted. 


Shock Too Great 


When the Joint Mexican-United 
States Commission began the fight in 
1947, the original plan of eradication 
was patterned largely after this four- 
point program, with modifications to 
suit conditions in Mexico. Infected 
and exposed animals were being 
slaughtered at the rate of about 50,900 
a week early in November of that year, 
but with the head start the disease 
had gained, it was still spreading. 
Estimates at that time indicated that 
if the original plan were to be continued 
it would mean the destruction of 
nearly 5,000,000 cattle and a like num- 
ber of swine, sheep, and goats. It was 
decided that the country could not 
stand the economic shock of such a 
program. 

The Commission then entered what 
we call the second phase of the program 
which included vaccination. Foot- 
and-mouth disease vaccine was first 
developed in Europe in the 1930’s. In 
Germany it was used to help control a 
bad outbreak in 1939. In Mexico, the 
plan was to build up the resistance of 
healthy, susceptible animals by the use 
of this vaccine and starve out the virus, 
at the same time continuing to wipe 
out spots of active infection by eradica- 
tion methods. 


Make Vaccine in Mexico 


At first vaccine had to be purchased 
from abroad because there were no fa- 
cilities for production on this conti- 
nent. However, from the beginning, it 
was soon realized that it would be nec- 
essary to produce vaccine on home 
ground if the vaccination program 
were to be efficient and practical. By 
May 1948 the first vaccine was pro- 
duced in Mexico. During 1949 the 
Commission manufactured its total re- 
quirements—over 42,000,000 doses of 
vaccine. 

The disease has been confined, be- 
hind the strict quarantine lines, to the 
central part of Mexico. This quaran- 
tined area has been divided into 10 dis- 
tricts in order to allow more eflicient 


administration of the work. Mexican 
and United States supervisors are in 
charge of each district, sharing re- 
sponsibility for all phases of the pro- 
gram. Brigades are assigned in each 
district to vaccinate every susceptible 
animal in a series of repeated vac 
tions at approximately 4-month inter- 
vals. 

The first vaccination was com- 
than 13090,000 animals were vacci- 
nated. The second round was com- 
pleted in February 1°50 with more than 
14,000,000 animals vaccinated. By the 
end of February a total of 43.078 825 
vaccinations had been made in Mexico. 
The Commission expects to finish the = 
third round early in May and continue © 
the fourth round at least to a point © 
where all the areas have been covered © 
in which the disease has been concen- 
trated in the past. 


To Change Tactics 


Soon after this point is reached, the © 
Commission plans to discontinue mass ~ 
vaccination and concentrate on care- 
ful and repeated inspection of herds, 
along with the other measures of the 
eradication program. During this 
phase, vaccination may be used as 
necessary in areas surrounding spots 
of active infection. 

During 1949 all outbreaks of active 
infection were prevented from spread- 
ing and completely eradicated. These 
outbreaks were scattered and compar- 
atively infrequent, with a total of 
slightly over 8,000 actively infected and 
exposed animals slaughtered during 
the year. Of this number 7,329 were 
slaughtered during the first 6 months. 
In the first 2 months of 1950, only 15 
animals had been slaughtered. 

Everyone connected with the cam- 
paign has taken heart in the belief this 
means that headway is being made in 
the battle. But it is not yet won. It 
is far too early to indicate when Mex- 
ico can be declared free from foot-and- 
mouth disease and the quarantines 
lifted. The fight will be continued un- 
til that time comes. 

M. R. Clarkson 
Bureau of Animal Industry 
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More Insurance 


HE NATION'S 1,850 farmers’ mu- 

tual fire insurance companies had 
about 22 billion dollars of insurance on 
their books at the beginning of this 
year, about 9 percent more than a year 
earlier and 78 percent more than in 
1940, a recent survey shows. 

The amount of insurance carried by 
existing companies has steadily in- 
creased in recent years, though the 
number of mutuals has grown little. 
In 1949 as in other years, the larger 
companies increased their insurance 
in force more than the smaller ones. 
About 86 percent of the insurance last 
year was on the properties of about 4 
million farm members. 

About two-thirds of the farmers’ mu- 
tuals insure only against damage from 
fire and lightning. About one out of 
five also insures against windstorm 
damage, a hazard more safely covered 
by companies operating over a wider 
territory than most county mutuals. 
However, about 65 specialized wind- 
storm mutuals are operating in the 
Midwest, mainly on a State-wide basis. 
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at Lower Cost 


The average cost of insurance to 
farmers in 1949 was about 22.3 cents per 
$100 of insurance compared with 25.9 
cents in 1948, and 25.2 cents in 1940. 
Operating expenses have gone up little 
in the last decade and in 1949 were only 
about 8.3 cents per $100 of insurance 
compared with 8.5 cents in 1948 and 8.1 
cents in 1940. These expenses are in- 
cluded in the foregoing costs. 

Insurance charges actually paid by 
farmers averaged slightly above 22 
cents in 1949 since most companies are 
building up safety or reserve funds. 
These funds eliminate the necessity for 
an extra levy against members to pay 
losses or any increase in insurance 
charges after years when losses are 
high. 

Most of the year-to-year changes in 
assessments paid by farmers arise from 
fluctuations in claims paid by the com- 
panies. These fluctuations are rela- 
tively greater for the smaller than for 
the larger companies. Therefore, the 
smaller companies tend to build up 
larger safety funds or reserves per $100 
of insurance than the larger mutuals. 


Safety funds belong to farmer-mem- 
bers and help stabilize the assessment 
rate. This makes the annual insurance 
costs of members fairly fixed. In years 
when losses are low, many companies 
skip their assessment levies. Safety 
funds of farm mutuals averaged about 
51 cents per $100 of insurance at the 
end of 1949 compared with 37 cents at 
the end of 1940. 

Loss rates of farm mutuals are low 
mainly because most companies inspect 
properties before they are accepted for 
insurance. Costs of obtaining the in- 
surance and making adjustments for 
loss claims also are low. About a third 
of the farm mutuals sponsor fire pro- 
tection activities. 

To get the greatest benefit from fire 
insurance, farmers should check their 
policies periodically to see if they are 
up to date and provide the protection 
needed. They also should be sure to 
increase their insurance when property 
values are rising. Another important 
point is that all buildings on which in- 
surance is desired should be listed in 
the policy. Buildings are not given 
“blanket” coverage as is personal 
property or the contents of a barn. If 
an addition to the barn is built, the 
policy should cover it. On the other 
hand, the policy should not include any 
building that has been taken down 
since a premium is then being paid for 
insurance that cannot be collected. 

Other points that should be checked: 

Policies should be in the name of the 
right person since losses are paid to 
the person whose name is on the policy. 
If the farm mortgage is paid off, the 
company should be notified so that the 
mortgage clause can be removed. A 
farmer also should be sure his com- 
pany knows of other fire policies on 
the property, and that his windstorm 
company knows of any other windstorm 
coverage. Farmers also should be sure 
they are getting all of the rate credits 
due them because of a reduction in the 
fire hazard on the property due to the 
existence of fire-resistant roofs or 
walls, lightning rods, a central heat- 
ing plant or the development of local 
fire-fighting services. 

Ralph R. Botts 
Bureau of Agricultural Economics 


Outlook Highlights 
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Demand Strengthens 


The spring upsurge in activity in the 
Nation's business and industrial con- 
cerns is showing up in a strengthening 
demand for farm products. This along 
with the fact that farm marketings 
have declined as they usually do at this 
time of year probably accounts for 
recent increases in prices of farm 
products. 

From mid-April to mid-May, the 
index of prices received by farmers rose 
2 percent. Rising prices of meat ani- 
mals, wool, cotton, soybeans, and corn 
accounted for much of the over-all gain. 


Other Prices Rising 


A eR GR 96, Spee 


Outside of farm markets, prices also : 


are showing rising tendencies. 


Prices © 


paid by farmers including interest, ~ 
taxes and wage rates continued up from ~ 
April to May and are a fraction above ~ 


a year ago. 
price is generally upward. 


The trend in wholesale ~ 
Average — 


prices paid by urban consumers of mod- ~ 


erate income are about steady. 


Land Values Turn Up 
Slightly higher farm real estate val- 


ues in 19 States raised the United 
States average for March 1 percent 
above last November. 

Values showed greatest strength in 
States from North Dakota and Minne- 
sota south through Texas and Louisi- 
ana. 

The decline offset only part of the 
drop from the postwar peak. The 
average for the country still is 5 percent 
below the November 1948 high and 3 
percent below March of last year. 

From mid-April to mid-May, prices 
of all classes of meat animals, except 
calves and ewes, have trended upward. 
So has the price of meat at retail. This 
indicates a strengthening in the con- 
sumer demand for meat, the first since 
the summer of 1948. 

(Continued on p. 14) 








Prices of Farm Products 


[# stimates of average prices received by farmers at local farm markets based on reports to the Bureau of Agricul- 
tural Economics. Average of reports covering the United States weighted according to relative importance 
of district and State} 








5-year average F flee- 
—<—<$<——— - tive 
. Base | January | May 15,) Apr. 15,| May 15,/ partt 
Commodity period 19%5- | 1949 1050 1980 | Aen 
price | Decem- | | May 15 
1910-14! | ber 1989 | | 19503 
Basie commodities | | 
Cotton (pound cents../4124 | 10.34 | 2.97 28.74 29.24 | 30.75 
W heat (bushel dollars a 837 | 200 2 01 2 Oe | 219 
Rice (bushel do sor | 742] 42.13 1.93 19 | 223 
Corn (bushel do....| 4.642 | 6m | 122 1. 26 134 1. 59 
Peanuts (pound cents..| 448 3. 55 10.6 10.6 10.7 11.9 
Designated non basic commodities | 
Potatoes (bushel dollars..| *1.12 717 | *..77 1.34 12s $1.72 
Putterfat (pound cents..| 27.7 2.1 | 6 61.0 60.6 70 
Milk, wholesale (100 Ib.) dollars 1.73 1.S1 | 3. 61 3.6 3°48 4.30 
Wool (pound cents 2.1 23.8 51.1 | 4 53. 8 51.1 
Other nunbasic commodities 
Barley (bushel dollars 1419 533 970 111 1.12 ‘14% 
Cottonseed (ton - do mw 77.42 i). 40 *44.40 *45. 0 * 66. 80 
Flaxseed (bushel) do 17) | 1.40 ‘347 | 3.53 3.00 4u 
Oats (bushel do + 309 +40 6 | . 749 788 *. 940 
Rye (bushel) de 17D i 554 1.19 | 1.20 124 *1.70 
Sorghum, grain (100 Ib.) do 81.21 | 1.17 | 215 | 1 1.97 #285 
Soybeans (bushel do 1.00 | 054 218 | 246 2.71 254 
Sweet potatoes (bushel) do 921 | 807 | 2.73 | 2. 223 2% 
Beef cattle (100 Ib do 6. 78 6.5% | 21.10 | 21.80 23. 20 17.20 
Chickens (pound) cents 11.4 49 | B2 | B3 22. 5 29.0 
Fegs (dozen ‘ do $21.5 21.7 | @4 0.8 29.6 $50.6 
Hogs (100 Ib dollars 7.52 8.38 | 17.00 | 15.40 18. 50 19. 10 
Lambe (100 Ib do 7.08 | 7.79 25. 3 23. 80 au 19. 00 
Veal calves (100 It do 7.62 | 7.80 | 2370 | 260 | 2570 19. 40 
Oranges, on tree (box do ‘22 Li | 276 | 24 1. *3. 52 
Apples (bushel do 1.04 wy ‘3.12 | 210 2. 40 2. 64 
Hay, baled (ton ‘ do 8.71 11.20 | 22.5) 21. 40 22. 00 22. 10 











' Adjusted base period prices 1910-14, based on 120-month average January 1940- December 1949 unless otherwise 
pote 

' Parity prices are computed under the provisions of tile ITI, subtitle A, section 301 (a) of the Agricultural 
Adjustment Act of 1938 as amended by the Agricultural Acts of 1948 and 1949 

$month average, August 1909-July 1914 * Revised + 10-season average 1919-28 

* Transitional parity, 95 percent of parity price computed under formula in use prior to Jan. 1, 1950. 

’ Prejiminary 

* Relatively insignificant quantities sold for crushing this month, 


Outlook Highlights Livestock Prospects Favorable 


Generally, the price prospects for 
farmers who expect to market livestock 
Lower Wool Output Seen this summer are favorable. 

Prices for barrows, gilts and well- 
conse the oe ae at the et finished cattle are expected to rise, 
growers are likely to set a new recor with the peaks likely in late summer. 


this year, but it will be a record low ; 
The fall drop for hogs is likely to be at 
rather than a record high. Output of least average; that for top cattle 


shorn wool is expected to drop to 212 moderate. 


million pounds ‘grease basis), 5 million = 
pounds less than last year. Output of Stocker and feeder cattle and lower 
pulled wool also is expected to dip to grades of slaughter steers probably will 
a new low with production expected to decline. However, strength in prices of 
be about 35 million pounds compared well-finished steers may be delaying 
with 36.4 million in 1949. their seasonal downturn. 

With production low, mill consump- Seasonal declines also are in prospect 
tion likely to increase slightly, and for- for sheep and lambs, though they will 
eign markets active, wool prices are ‘emain relatively high. 


expected to stay strong for some time. (Continued on p. 16) 


(Continued from p. 13) 


14 


Economic Trends Affecting Agriculture 


| index amabin of prices | Todex number ‘of priee, eo 
male | paid by farmers (1910 ceived by farmers (910- 
| prices |__'#=100) ¢ M4=100)¢ 


Aver | whole! 
age i 
earn- 





' 

; 

| 
Year and , 4 ria) ‘8° i com- i | Ba tie . a Livestock and products 

month Ts modi- j es “ ; f 
5- | } per | ties - | | interest, — 

0910- , +4 ca Dairy *oul- Meat All 
M=« > ane prod- |try and! ani- | live- 
100)? ~~ ucts | eggs | mals | stock 














1910-14 average f f 100 100 | 100 19 
1915-19 average 2 ¢ 158 7 148 | 153 162 
192-24 average ‘ 160 "¢ 168 | | 3} 12 
1925-29 average 143 5 iS 161 : 155 | 145 
10-34 average 7 7 107 124 | 4 | &3 
1935-39 average 118 | 125 wa} on? 
1940-44 average 5 139 2 52 | nf 145 | 18K 
1945 average 154 + { 230 | 14 | 207 
1946 average _. 177 v7 ‘ 7 197 | 248 


77 
1947 average 222 | Bi | 27 219 329 
1948 average .. 2 34 | . 241 


235 1 
1949 average... 219 311 
1949 

May..... as 322 2 227 2 linia z 2 215 319 
ag er ; . r 228 242 |__. i 212 323 
uly ; s15 6 : 2 | x 2% 237 213 316 
August 225 3m” 
September | 25 26 319 
October 246 | 28 2 
245 yi 216 28h 


November... 
December _. 246 261 104 280 
1950 

January _. 249 254 158 
248 PFA) TAS ane 
( A 250 | 243 165 
240 251 | 235 161 312 
244 2h4 | 230 154 



































_ Inde «x numbers of prices received b y farm ers isi0 14=100) ¢ 


Fa EI = a ATEN ae eT a Crops ws : Be. — Parity 
» | Patios? 


: | Feed | », | | on } and 
Food rins ro Cotton) bearing Fruit | track All live- 


Year and month Sb 
rains | ra! oh le 
grains y bacco | crops | 2 crops stock 


and hay 


at 


100 | 100 | 109 
171 | if | ill 
150 | 9 
148 92 
BS 71 
107 bi] 
154 101 
265 109 
Z4 113 
275 115 
25 110 
249 100 


26 100 
249 vo 
246 a 
244 
247 
242 
237 


233 


1910. 14 average___._ 100 100 | 100 | 100 | 100 
1915-19 average 193 161 | 183 | 75 | 201 | 126 
10)- 24 average__. . 147 125 | 189 | 07 155 157 
1925-29 avernes : 141 | 118 | 169 135 146 | 
1930-34 average 70 76 117 7 78 OS | 
1935-39 average “4 95 172 113 o 
1940-44 average... 123 ce 3 170 | 150 | 
72 | 360 78 | 228 244 
276 ‘ 250 
363 212 
341 4 
iw 


162 
143 
M 
on 
145 


1945 average 
1946 average 
1™7 average 
1948 average 
1949 average “ 
1949 | 
May ” : 22 74) 0 252 | 245 2 
or? | or. 235 
n9 217 
181 
27 10 ISS 
October 271 | 180 174 
November... . 215 we | 22) 172 213 
December 2 16 8 | Sud : 225 74 196 
1950 


Mtoe ty — 
> EF 


< 





January.. 22 228 185 | 261 93° 
LS IEEE 219 | ‘1 | 369 | 2 228 186 23 237 
March S ein 4 | ‘ 389 | 236 230 1s 168 215 237 
April : ‘ 2 ; 380 2 239 206 205 225 24! 
May 230 f 387 j 248 195 | 178 223 | 247 


215 





* t 
~ =. © . 
, s se 
. 4 
t “ J 





1 Federal Reserve Board: represents output of mining and manufacturing; monthly data adjusted for seasonal 


Variation. 
? Computed from data furnished by Bureau of Labor Statistics and Interstate Commerce Commission on pay 


rolls in mining, manufacturing, and transportation; monthly data adjusted for seasonal variation. Revised 


January 1950 + Bureau of Labor Statistics. 
4 Revised January 1950. *‘ Farm wage rates simple averages of quarterly data, seasonally adjusted. 


¢ Revised. ? Preliminary. 
* Ratio of index of prices received to index of prices paid, interest, taxes, and wage rates. This parity ratio will 
not necessarily be identical to a weighted average percent of parity for all farm products, largely because parity 


prices for some products are on & transitional basis. * 1924 only. 
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Outlook Highlights 


(Continued from p. 14) 


Poultry Prices Weak 


Ecg prices to farmers this spring 
have never risen more than 2 cents 
above the February average of 29.6 
cents, the lowest in 6 years; in mid-May 
they were back down to the February 
level. Weakness in the markets. has 
been accompanied by large offerings of 
dried eggs to CCC and by a consider- 
able movement of eggs into cold 
storage. 

Chicken prices also declined from 
mid-April to mid-May. This probably 
reflects the general expectation that 
marketings of young birds from farms 
will soon increase seasonally as will the 
sale of broilers. 


New Milk Record Likely 


In every month since mid-1948, pro- 
duction of milk per cow has set a new 
record. During most of the last year, 
the number of milk cows has increased. 
Production is likely to continue at a 
high rate unless crop and pasture con- 
ditions become unfavorable. There is 
a good chance that total output for 
the year will top the 1945 record of 
121% billion pounds. 


Lower Tobacco Output Likely 


Smaller tobacco production than 
last year is likely if yields per acre 
do not exceed the average of recent 
years. Acreage allotments for burley, 
fire-cured and dark-air-cured tobacco 
are lower than last year but the flue- 
cured allotment is slightly larger. 
Continental cigar types and Maryland 
tobacco are not under acreage alict- 
ments or marketing quotas. 

Larger stocks of most tobacco at the 
beginning of the 1950-51 tobacco sea- 
son will help offset any declines in out- 
put. 

Demand for flue-cured and burley 
this year is expected to be fairly strong. 
Prices received by growers probably 
will be in line with those of recent years. 
Support levels probably will exceed 
those of last season. 
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